AUDITOR 

SOUTH 


GENERAL 

AFRICA 


The Accounting Officer 
Kai IGarib Local Municipality 
Private Bag X6 
Kakamas 
8870 

30 November 2019 


Reference: 21349REG 18-19 


Dear Sir 

Report of the Auditor-General on the financial statements and other legal and regulatory 

requirements of Kai IGarib local municipality for the year ended 30 June 2019 . 

1. The above-mentioned report of the Auditor-General is submitted herewith in terms of section 
21(1) of the Public Audit Act of South Africa read in conjunction with section 188 of the 
Constitution of the Republic of South Africa section 121(3) of the Municipal Finance 
Management Act of South Africa (MFMA) 

2. We have not yet received the other information that will be included in the annual report with 
the audited financial statements and have thus not been able to establish whether there are 
any inconsistencies between this information and the audited financial statements and the 
reported performance against pre-determined objectives. You are requested to supply this 
information as soon as possible. Once this information is received it will be read and should 
any inconsistencies be identified these will be communicated to you and you will be 
requested to make the necessary corrections. Should the corrections not be made we will 
amend and reissue the audit report. 

3. In terms of section 121(3) you are required to include the audit report in the municipality’s 
annual report to be tabled. 

4. Until the annual report is tabled as required by section 127(2) of the MFMA and municipal 
entity the audit report is not a public document and should therefore be treated as 
confidential. 

5. Prior to printing or copying the annual report which will include the audit report you are 
required to do the following: 

® Submit the final printer’s proof of the annual report to the relevant senior manager of the 
Auditor-General of South Africa for verification of the audit-related references in the audit 
report and for confirmation that the financial statements and other information are those 
documents that have been read and audited. Special care should be taken with the page 
references in your report, since an incorrect reference could have audit implications. 

• The signature Auditor-General in the handwriting of the auditor authorised to sign the 
audit report at the end of the hard copy of the audit report should be scanned in when 
preparing to print the report. This signature, as well as the place and date of signing and 
the Auditor-General of South Africa’s logo, should appear at the end of the report, as in 
the hard copy that is provided to you. The official logo will be made available to you in 
electronic format. 
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6. Please notify the undersigned Senior Manager well in advance of the date on which the 
annual report containing this audit report will be tabled. 

7. Your cooperation to ensure that all these requirements are met would be much appreciated. 
Kindly acknowledge receipt of this letter. 

Yours sincerely 


Signed 


Senior Manager: Northern Cape Business Unit 

Enquiries: Gladwin Munnick 
Telephone: (053) 836 8800 

Fax: (053) 836 8897 




Report of the auditor-general to the Northern Cape Provincial 
Legislature and the council on Kai! Garib Local' Municipality 


Report on the audit of the financial statements 


Disclaimer of opinion 

1. I was engaged to audit the financial statements of the Kai! Garib Local Municipality set out on 
pages ... to .... which comprise the statement of financial position as at 30 June 2019, the 
statement of financial performance, statement of changes in net assets, cash flow statement 
and statement of comparison of budget information with actual information for the year then 
ended, as well as the notes to the financial statements, including a summary of significant 
accounting policies. 

2. I do not express an opinion on the financial statements of the municipality. Because of the 
significance of the matters described in the basis for disclaimer of opinion section of this 
auditor’s report, I was unable to obtain sufficient appropriate audit evidence to provide a basis 
for an audit opinion on these financial statements. 

Disclaimer of opinion 

Payables from exchange transactions 

3. During 2018,1 was unable to obtain sufficient appropriate audit evidence that consumer debtors 
with credit balances had been properly accounted for due to the status of the accounting 
records. I was unable to confirm the consumer debtors with credit balances by alternative 
means. Consequently, I was unable to determine whether any adjustment was necessary to 
consumer debtors with credit balances disclosed at RIO 550 002 in note 16 to the financial 
statements. My audit opinion on the financial statements for the period ended 30 June 2018 
was modified accordingly. My opinion on the current year financial statements was also 
modified, because of the possible effect of this matter on the comparability of the consumer 
debtors for the current period. 

4. i was unable to obtain sufficient appropriate audit evidence for unallocated deposits and receipts, 
capital projects retention fees, payroll creditors and trade payables as described in note 16 to 
the financial statements due to the poor status of the acconting records. I was unable to confirm 
the unallocated deposits and receipts, retention fees and payroll creditors by alternative means. 
Consequently, I was unable to determine whether any adjustment was necessary to the 
unallocated deposits and receipts, capital projects retention fees, payroll creditors and trade 
payables included in payables from exchange transactions stated at R562 985 690 in the 
financial statements. 

Revenue from exchange transactions 

5. During 2018 the municipality did not allocate the indigent support for all qualifying indigents, as 
stated in note 22 to the financial statements in accordance with GRAP 9, Revenue from 
exchange transactions. Both service charges revenue and grant expenditure transaction were 
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overstated by R5 542 592 in the comparative figures. Consequently, I was unable to determine 
whether any further adjustments were necessary to service charges stated at R93 707 584. 

6. I was unable to obtain sufficient appropriate audit evidence for service charges, stated in note 
22 to the financial statements, as I could not determine if the municipality recognised revenue 
and receivables from billing their own accounts. I could not confirm the service charges by 
alternative means.. During 2018, the municipality recognised items that did not meet the 
definition of revenue in accordance with GRAP 9, Revenue from exchange transactions, as the 
municipality recognised revenue and receivables from billing of their own accounts. Both 
service charges revenue and receivables from exchange transaction were overstated by 
R4 324 876 respectively in the prior year. Consequently, I was unable to determine whether 
any further adjustments were necessary to service charges stated at R106 922 443 and 
receivables from exchange transactions at R217 067 485 in the financial statements. 
Additionally there was a resultant impact on vat receivable, the deficit for the period and the 
accumulated surplus. 

Revenue from non-exchange transactions 

7. I was unable to obtain sufficient appropriate audit evidence for, revenue from public 
contributions and donations as described in note 27 to the financial statements due to the poor 
status of the accounting records, in addition, the municipality did not disclose public 
contributions and donations as required by GRAP 23, Revenue from non-exchange 
transactions. Consequently, I was unable to determine whether any adjustment was necessary 
to the revenue from public contributions and donations stated at R12 688 053 in the financial 
statements. 

8. I was unable to obtain sufficient appropriate audit evidence for revenue from property rates as 
described in note 24 to the financial statements due to the poor status of the accounting records. 
In addition, the municipality did not disclose revenue from property rates as required by GRAP 
23, Revenue from non-exchange transactions. Consequently, I was unable to determine 
whether any adjustment was necessary to the revenue from property rates stated at 
R17 560 030 in the financial statements. 

9. The municipality did not recognise government grants and subsidies in accordance with GRAP 
23, Revenue from non-exchange. Consequently, government grants and subsidies for the 
current year and receivables from non exchange transactions are understated by R5 000 000. 
Additionally, there was a resultant impact on the deficit for the period and the accumulated 
surplus 

Expenditure 

10. In terms of GRAP1, Presentation of financial statements a municipality is required to disclose 
expenditure per nature or function. Contracted services amounting to R15 424 139 
(2018:R16 801 026) included in note 30, was not appropriately presented according to its 
nature. In addition, repairs and maintenance amounting to R3 980 987 was incorrectly included 
in general expenditure under note 35. I was unable to determine the full extent of the 
misstatement as it was impracticle to do so. 

11.1 was unable to obtain sufficient appropriate audit evidence for repairs and maintenance, billing 
charges, consulting and professional fees, consumables and materials and commission: sale 
of prepaid and electricity included in general expenditure in note 35 of the financial statements 
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due to the poor status of the accounting records. I was unable to confirm the above items 
included in general expenditure by alternative means. Consequently, i was unable to determine 
whether any adjustment was necessary to above items included expenditure stated at 
R34 725 075 in the financial statements. 

12.1 was unable to obtain sufficient appropriate audit evidence for contracted services in note 30 
of the financial statements due to the poor status of the accounting records. I was unable to 
confirm the contracted services by alternative means. Consequently, I was unable to determine 
whether any adjustment was necessary to expenditure stated at R15 424 139 in the financial 
statements. 

Receivables from exchange transaction/ Consumer debtors disclosure 

13. i was unable to obtain sufficient appropriate audit evidence for receivables from exchange 
transactions in the financial statements due to the poor status of the accounting records 
supporting the trade and other receivables/ consumer debtors disclosure and its impairment. I 
was unable to confirm the receivables from exchange transactions by alternative means. 
Consequently, I was unable to determine whether any adjustment was necessary to receivables 
from exchange transactions stated at R217 067 485 in note 6&8 of the financial statements. 

Irregular expenditure 

14. The municipality did not disclose all irregular expenditure and the particulars of it in the notes to 
the financial statements as required by section 125(2)(d) of the MFMA. The municipality incurred 
expenditure in contravention with the supply chain management requirement, resulting in 
irregular expenditure being undersated by an unknown amount in both the current and prior 
financial years. Due to the lack of sufficient appropriate systems, I was not able to confirm the 
amount of irregular expenditure to be disclosed by alternative means. Consequently, I was 
unable to determine whether any further adjustment to irregular expenditure of R713 237 
(2018: R7 765 042), as disclosed in note 46 to the financial statements, was necessary. 

15. In terms of GRAP1, Presentation of financial statements a municipality is required to retain the 
presentation and classifications of items in the financial statements from one year to the next. 
The municipality disclosed the irregular expenditure accounting policy as per note 1.27 to the 
financial statements, inconsistent with the prior years accounting policy. 

Investment Property 

16.1 was unable to obtain sufficient appropriate audit evidence for investment property as 
described in note 12 of the financial statements due to the poor status of the accounting records. 

I was unable to confirm the investment property by alternative means. Consequently, I was 
unable to determine whether any adjustment was necessary to investment property stated at 
R1 540 000 in the financial statements. In addition i was unable to determine the impact on the 
prior year. 

Property Plant and Equipment 

17.1 was unable to obtain sufficient appropriate audit evidence for property, plant and equipment 
in the financial statements due to the poor status of the accounting records. I was unable to 
confirm the property plant and equipment by alternative means. Consequently, l was unable to 
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determine whether any adjustment was necessary to property plant and equipment stated at 
R799 219 729 in the financial statements. 

18. The municipality did not recognise additions to Infrastructure assets and community assets 
included in Property, Plant and Equipment in accordance with GRAP 17, Property, plant and 
equipment. Additions to property, plant and equipment of the prior year were incorrectly 
recognised in the current year. Consequently, property, plant and equipment’s opening balance 
was understated and additions was overstated by R8 007 215. Additionally, there was an 
impact on the comparative amounts. 

19. i was unable to obtain sufficient appropriate audit evidence for the restatement of the 
corresponding figure for property, plant and equipment as described in note 13 to the financial 
statements, the restatement could not be substantiated by supporting audit evidence and no 
disclosure was made for this restatement. I was unable to confirm the restatement by alternative 
means. Consequently, I was unable to determine whether any adjustment was necessary to 
the property, plant and equipment corresponding figure stated at R767 153 892 in the financial 
statements. 

20. The municipality did not disclose property, plant and equipment that is in the process of being 
constructed as required by GRAP 17, Property, plant and equipment. The cumulative 
expenditure recognised in the carrying value of property, plant and equipment for work in 
progress was not disclosed in aggregate per class of asset in note 13 to the financial statements 
for the current and the prior year. I was not able to determine the full extent of the non 
disclosure. 

21. The municipality did not disclose repairs and maintenance on property, plant and equipment as 
required by GRAP 17, Property, plant and equipment. The expenditure incurred on repairs and 
maintenance was not separately disclosed in the notes to the financial statements. I was not 
able to determine the full extent of the non disclosure of repairs and maintenance on the 
property, plant and equipment note for the current year as it was impractical to do so 

Prior Period Errors 

22. The municipality did not include the required information on prior period errors in the notes to 
the financial statements for the current year in accordance with GRAP 1, Presentation of financial 
statements. I was not able to determine the full extent of the understatement of prior period 
errors for the current and prior years as it was impractical to do so. 

Other Financial Assets 

23. I was unable to obtain sufficient appropriate audit evidence regarding other financial assets, as 
described in note 5 to the financial statements. The other financial assets disclosed in the 
financial statements presented for audit purposes did not agree with the other financial assets 
listing. I was unable to confirm the balance by alternative means. Consequently, I was unable to 
determine whether if any further adjustments was necessary to other financial assets included 
in non-current assets stated as -R1 813 441 in the financial statements. 

Provisions 

24. The municipality did not recognise provisions as presented in note 17 to the financial statements, 
in accordance with GRAP 19, Provisions, contingent liabilities and contingent assets. Provisions 
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landfill sites rehabilitation and finance costs were understated with R2 872 645. Accrual for 
employee leave pay was understated and provisions for employee leave pay overstated with 
R6 451 296. Long Service awards and employee related cost were understated with R829 269. 

I was not able to determine the full extent of the misstatements of long service awards and 
employee related costs as it was impractical to do so. 

Unspent conditional Grants and receipts 

25. The municipality did not recognise government grants and subsidies as presented in note 18 to 
the financial statements, in accordance with GRAP 23, Revenue from non-exchange 
transactions. Government grants and subsidies was understated and unspent conditional grant 
and receipts overstated with R7 641 851. I was not able to determine the full extent of the 
misstatements on unspent conditional grants and receipts and revenue from non-exchange 
transactions as it was impractical to do so. 

Finance lease obligation 

26. The municipality did not accurately calculate finance lease obligation as required by GRAP 13, 
Leases. The financial statements presented for audit purposes did not agree with the finance 
lease obligation schedule. I was unable to confirm the balance by alternative means, in addition 
the municipality did not adequately disclose the notes on finance lease obligation as required by 
GRAP 13, Leases. The total future minimum lease payments at the reporting date was not 
disclosed in the notes to the financial statements. I was not able to determine the full extent of 
the non-disclosure on finance leases as it was impractical to do so. Consequently, I was unable 
to determine whether any further adjustments to finance lease obligation stated at R2 643 456 
in current liability and R9 260 210 in non-current liability in the financial statements were 
necessary. 

Statement of changes in net assets 

27 The municipality did not accurately disclose the net assets in the financial statements in 
accordance with GRAP 1: Presentation of financial statements. The financial statements 
presented for audit purposes did not agree with my calculations due to the poor status of the 
accounting records. I could not confirm the amounts by alternative means. Consequently, I was 
unable to determine whether any adjustments to the balance of nett assets were necessary. 

Cash flow statement 

28. The municipality did not include cashflow statement in the financial statements for the current 
and prior year in accordance with GRAP 1, Presentation of financial statements and GRAP 2, 
Cash flow Statement. 

Unauthorised expenditure 

29. The municipality did not disclose the current year balance of unauthorised expenditure, as 
presented in note 44 to the financial statements, due to a lack of adequate systems in place to 
account for unauthorised expenditure in accordance with GRAP 1, Presentation of financial 
statements. Consequently, unauthorised expenditure is understated with R68 307 706 
(2018: R76 531 631). 
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Related parties 

30. The municipality did not disclose the value of transactions on related parties as presented in 
note 41 to the financial statements in accordance with GRAP 20, Related party Disclosure. The 
municipality did not maintain adequate records of the related party relationships. Consequently, 
related parties is understated with R7 765 626. 

Contingent liabilities and assets 

31. The municipality did not disclose contingent liabilities and assets in the notes to the financial 
statements for the current and prior year in accordance with GRAP 1, Presentation of financial 
statements. As the municipality did not maintain adequate records of contingent liabilities and 
assets, I was not able to determine the full extent of the understatement of contingent liabilities 
and assets for the current year as it was impractical to do so. 

Material losses 

32. The municipality did not disclose material losses, as required by section 125(2)(d)ofthe MFMA 
in the notes to the financial statements for both the current and prior year. 

Financial Instruments 

33. The municipality did not include the required information on financial instruments in the notes to 
the financial statements for the current and prior year in accordance with GRAP 104, Financial 
instruments. As the municipality did not maintain adequate records of financial instruments, I 
was not able to determine the full extent of the understatement of financial instruments for the 
current and prior year as it was impractical to do so. 

Commitments 

34. The municipality did not include the required information on commitments in the notes to the 
financial statements for the current and prior year in accordance with GRAP 1 , Presentation of 
financial statements. As the municipality did not maintain adequate records of commitments, I 
was not able to determine the full extent of the understatement of commitments for the current 
and prior year as it was impractical to do so. 

Empoyee benefits 

35. The municipality did not disclose the required information on employee benefits in the financial 
statements for the current and prior year in accordance with GRAP 25 ,Employee benefits. The 
municipality did not maintain adequate records of the employee benefits. During 2018 the 
municipality was unable to provide sufficient appropriate audit evidence to substantiate the 
amount. 1 was not able to determine the full extent of the misstatement as it was impracticle to 
do so. 

Material uncertainty relating to going concern 

36. I draw attention to the matter below. My opinion is not modified in respect of this matter. 

37. The municipality’s current liabilities exceeded its current assets by R333 183 520 
(2018: R 260 569 795). These conditions, along with other matters as set forth in note 42, 
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indicate the existence of a material uncertainty that may cast significant doubt on the 
municipality’s ability to operate as a going concern. 

Other matters 

38. I draw attention to the matters below. My opinion is not modified in respect of these matters. 

Unaudited disclosure notes (MFMA125) 

39. In terms of section 125(2)(e) of the Municipal Finance Management Act of South Africa, 2003 
(Act No. 56 of 2003) (MFMA), the municipality is required to disclose particulars of non- 
compliance with the MFMA in the financial statements. This disclosure requirement did not form 
part of the audit of the financial statements and, accordingly, I do not express an opinion on it. 


Responsibilities of the accounting officer for the financial statements 

40. The accounting officer is responsible for the preparation and fair presentation of the financial 
statements in accordance with Standards of Generally Recognised Accounting Practice (GRAP) 
and the requirements of the MFMA and the Division of Revenue Act of South Africa, 2017 (Act 
No. 3 of 2017) (Dora) and for such internal control as the accounting officer determines is 
necessary to enable the preparation of financial statements that are free from material 
misstatement, whether due to fraud or error. 

41. In preparing the financial statements, the accounting officer is responsible for assessing the Kai 
IGarib local municipality’s ability to continue as a going concern, disclosing, as applicable, 
matters relating to going concern and using the going concern basis of accounting unless the 
appropriate governance structure either intends to liquidate the municipality or to cease 
operations, or has no realistic alternative but to do so. 

Auditor-general’s responsibilities for the audit of the financial statements 

42. My responsibility is to conduct an audit of the financial statements in accordance with the 
International Standards on Auditing and to issue an auditor’s report. However, because of the 
matters described in the basis for disclaimer of opinion section of this auditor’s report, I was 
unable to obtain sufficient appropriate audit evidence to provide a basis for an audit opinion on 
these financial statements. 

43. I am independent of the municipality in accordance with sections 290 and 291 of the International 
Ethics Standards Board for Accountants’ Code of ethics for professional accountants (IESBA 
code), parts nd 3 of the international Ethics Standards Board for Accountants’ International 
Code of Ethics for Professional Accountants (including International Independence Standards) 
and the ethical requirements that are relevant to my audit of the financial statements in South 
Africa, f have fulfilled my other ethical responsibilities in accordance with these requirements 
and the IESBA codes. 
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Report on the audit of the annual performance report 


44. Introduction and scope 

45. In accordance with the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) (PAA) and 
the general notice issued in terms thereof, I have a responsibility to report material findings on 
the reported performance information against predetermined objectives for selected 
development priorities presented in the annual performance report. I performed procedures to 
identify findings but not to gather evidence to express assurance. 

46. I evaluated the usefulness and reliability of the reported performance information in accordance 
with the criteria developed from the performance management and reporting framework, as 
defined in the general notice, for the following selected development priorities presented in the 
annual performance report of the municipality for the year ended 30 June 2019: 


■ Yy/- ; . Development priority • T ; / : v- 

Pages in the annual 
performance report ; 

Basic services and infrastructure 

x-x 


47. I performed procedures to determine whether the reported performance information was 
properly presented and whether performance was consistent with the approved performance 
planning documents. I performed further procedures to determine whether the indicators and 
related targets were measurable and relevant, and assessed the reliability of the reported 
performance information to determine whether it was valid, accurate and complete. 

48. The material findings in respect of the usefulness and reliability of the selected development 
priorities are as follows: 

Basic services and infrastructure 

Various indicators 

49.1 was unable to obtain sufficient appropriate audit evidence for the reported achievements in 
the annual performance report of the indicators listed below. This was due to a lack of technical 
indicator descriptions, proper performance management systems and processes with formal 
standard operating procedures that predetermined how the achievement would be measured, 
monitored and reported. I was unable to confirm that the reported achievements of these 
indicators were reliable by alternative means. Consequently, I was unable to determine whether 
any adjustments were required to the reported achievements. 

50. The measures taken to improve performance against all targets in below table were not 
included in the annual performance report. 
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Indicator description 

Reported achievement 

The unit to provide a waste removal service in all 
towns 

16 

Limit electricity losses (accounted electricity) to 

10% by 30 June 2019) 

25% 

50% completion of ail capital projects listed in the 
IDP for 2018/19 before 30 June 2019 

51% 

The unit to respond to all requests for installation of 
electrical meters by 30 June 2019 

100% 

The unit to attend to all bursts, leaks and queries 
per quarter before 30 June 2019 

100% 

Limit water losses to 15% by 30 June 2019) 

45% 

The unit to respond to 100% of sewerage 
extraction requests 

100% 

The unit to rehabilitate the 1000m Voortrekker road 
in Kakamas before 30 June 2019 

100m ' 

The unit to rehabilitate 300m of Eleventh Avenue 
road in Kakamas before 30 June 2019 

300m 

The percentage of the municipal capital budget 
actually spent on capital projects by 30 June 2019 

76% 


Other matter 

51.1 draw attention to the matter below. 
Achievement of planned targets 


Refer to the annual performance report on pages ... to ... for information on the achievement 
of planned targets for the year. This information should be considered in the context of the 
material findings on the usefulness and reliability of the reported performance information in 
paragraphs 34 to 35 of this report. 


Report on the audit of compliance with legislation 


Introduction and scope 

53. in accordance with the PAA and the general notice issued in terms thereof, I have a responsibility 
to report material findings on the compliance of the municipality with specific matters in key 
legislation. I performed procedures to identify findings but not to gather evidence to express 
assurance. 
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54. The material findings on compliance with specific matters in key legislations are as follows: 

Annual financial statements and annual reports 

55. The financial statements submitted for auditing were not prepared in all materia! respects in 
accordance with the requirements of section 122(1) of the MFMA. Material misstatements of 
non-current assets, current assets, liabilities, revenue, expenditure & disclosure items identified 
by the auditors in the submitted financial statements and or supporting records that could not be 
provided resulted in the financial statements receiving a disclaimer audit opinion. 

56. The 2017/18 annual report was not tabled in the municipal council after the end of the financial 
year, as required by section 127(2) of the MFMA. 

Expenditure management 

57. Money owed by the municipality was not always paid within 30 days, as required by section 
65(2)(e) of the MFMA. 

58.1 was unable to obtain sufficient appropriate audit evidence that payments from the 
municipality's bank account were approved by a properly authorised official, as required by 
section 11 (1) of the MFMA 

59. Reasonable steps were not taken to ensure that the municipality implements and maintains an 
effective system of expenditure control, including procedures for the approval of funds, as 
required by section 65(2)(a) of the MFMA. 

60. Reasonable steps were not taken to prevent irregular expenditure, as required by section 
62(1 )(d) of the MFMA. The expenditure disclosed does not reflect the full extent of the irregular 
expenditure incurred as indicated in the basis for Disclaimer paragraph. The majority of the 
disclosed irregular expenditure was caused by not following proper procurement processes. 

61. Reasonable steps were not taken to prevent fruitless and wasteful expenditure amounting to 
R87 679 045, as disclosed in note 45 to the annual financial statements, in contravention of 
section 62(1 )(d) of the MFMA. The majority of the disclosed fruitless and wasteful expenditure 
was caused by interest on late payments of creditors. 

62. Reasonable steps were not taken to prevent unauthorised expenditure, as required by section 
62(1 )(d) of the MFMA. The expenditure disclosed does not reflect the full extent of the 
unauthorised expenditure. The majority of the disclosed unauthorised expenditure was caused 
by overspending of budget. 

Strategic planning and performance management 

63. The SDBIP for the year under review did not include monthly revenue projections by source - 
the monthly operational and capital expenditure by vote, as required by section 1 of the MFMA. 

64. Amendments to the IDP were made without making the proposed amendments available for 
public comment, as required by section 34(b) of the MSA and municipal planning and 
performance management reg 3(4)(b). 

65. Amendments to the IDP were made without consultation with the district municipality, as 
required by municipal planning and performance management reg 3(6)(a). 
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Consequences management 

66. Irregular expenditure and Fruitless and wasteful expenditure incurred by the municipality was 
not investigated to determine if any person is liable for the expenditure, as required by section 
32(2)(b) of the MFMA. 

67 Unauthorised expenditure incurred by the municipality was not investigated to determine if any 
person is liable for the expenditure, as required by section 32(2)(a) of the MFMA. 

Assets management 

68. An effective system of internal control for assets was not in place, as required by section 
63(2)(c) of the MFMA. 

69. Capital assets were disposed of without the municipal council having a meeting open to the 
public, decided on whether the assets were still needed to provide the minimum level of basic 
municipal services and considered the fair market value of the assets and the economic and 
community value to be received in exchange for the assets, as required by section 14(2)(a) and 
14(2)(b) of the MFMA 

Revenue management 


70. An effective system of internal control for debtors and revenue was not in place, as required by 
section 64(2)(f) of the MFMA. 

Procurement and Contract management 

71. Some of the goods and services with a transaction value of below R200 000 were procured 
without obtaining the required price quotations, in contravention of SCM regulation 17(a) and 
(c). Similar non-compliance was also reported in the prior year. 

72. Some of the goods and services of a transaction value above R200 000 were procured without 
inviting competitive bids, as required by SCM regulation 19(a). 

73. Sufficient appropriate audit evidence could not be obtained that invitations for competitive 
bidding were advertised for a required minimum period of days, as required by SCM regulation 
22(1) and 22(2). 

74. Some of the bid documentation for procurement of commodities designated for local content 
and production, did not stipulate the minimum threshold for local production and content as 
required by the 2017 preferential procurement regulation 8(2). This non-compliance was 
identified in the procurement processes for the refurbishment of Kakamas sewage pump 
station. 

75. The performance of some of the contractors or providers was not monitored on a monthly basis, 
as required by section 116(2)(b) of the MFMA. Similar non-compliance was also reported in the 
prior year. 
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Internal control deficiencies 


76. I considered internal controls relevant to my audit of the financial statements, reported 
performance information and compliance with applicable legislation; however, my objective was 
not to express any form of assurance on it. The matters reported below are limited to the 
significant internal control deficiencies that resulted in the basis for the disclaimer of opinion, the 
findings on the annual performance report and the findings on compliance with legislation 
included in this report. 

77. Leadership did not take appropriate action with regard to a lack of controls in the finance and 
supply chain management unit, resulting in the re-occurrence of the material misstatements and 
compliance issues. 

78. The municipality did not implement effective HR management to ensure that adequate and 
sufficiently skilled resources are in place and that performance is monitored. Vacancies was 
also experienced on key positions which impacted negatively on monitoring of controls. 

79. Effective financial systems of internal controls and their management had not been implemented 
to ensure accurate financial statements. The preparation and review of the financial statements 
was not adequately planned, to ensure a comprehensive review takes place. 

80. The municipality did not implement proper record keeping in a timely manner to ensure that 
complete, relevant and accurate information is accessible and available to support financial and 
performance reporting. 

81. The financial statements were submitted late during the prior year which resulted in limited time 
for management to develop, implementation and the monitoring of the action plan. This resulted 
in some of the prior period findings not been addressed in full. In addition, management did not 
develop and monitor the implementation of action plans to address internal control deficiencies 
previously identified. 

82. The municipality did not implement appropriate risk management activities to ensure that regular 
risk assessments, including consideration of IT risks and fraud prevention, are conducted and 
that a risk strategy to address the risks is developed and monitored. 



Kimberley 


30 November 2019 



AUDI TOE - GENERAL 
SOUTH AFRICA 


Auditing to build public confidence 
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